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"Render,  therefore,  unto  Caesar  the  things 
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Mr.  President  and  Gentlemen  of  the  Iowa 
State  Manufacturers'  Association : 


In  his  letter  of  invitation  your  Secretary  said: 

At  the  annual  conventions  of  this  Association  there  is  no  subject  as 
much  discussed  as  insurance.  There  is  no  other  subject  in  which  the 
manufacturers  take  so  much  interest. 

I  am  glad  to  know  this,  but  there  are  two  standpoints  from 
which  it  is  possible  to  take  a  vital  interest  in  a  subject;  one,  the 
standpoint  which  refuses  to  see  but  one  side ;  the  other,  the 
standpoint  which,  dismissing  all  prejudice  and  preconceptions, 
seeks  only  the  truth. 
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As  an  underwriter  my  immediate  interest  would  be  to  make 
money  for  the  company  I  serve  and  let  the  public  take  care  of 
itself.  As  purchasers  of  fire  indemnity  it  is  equally  the  immedi¬ 
ate  interest  of  each  of  you  to  buy  fire  insurance  at  bargain  coun¬ 
ter  rates  and,  in  the  words  of  an  eminent  plutocrat,  let  “the  pub¬ 
lic  be  damned.”  Between  these  two  selfish  attitudes  of  buyer  and 
seller  there  is  no  possible  reconciliation,  for  they  are  as  instinct¬ 
ively  antagonistic  as  the  immemorial  feud  between  the  dog  and 
cat.  In  early  commerce  the  dog-and-cat  attitude  was  universal, 
and  we  can  hardly  wonder  that  in  the  pantheons  of  most  primi¬ 
tive  religions  the  same  god  was  assigned  to  thieves  and  mer¬ 
chants,  for  as  a  matter  of  fact  there  was  not  much  difference  be¬ 
tween  them.  Like  most  things,  commerce  had  to  have  its  lowly 
beginnings  as  a  sort  of  primeval  monster  wallowing  in  the  uni¬ 
versal  slime  of  things,  but  slowly  our  monster  is  beginning  to 
emerge  into  the  light  and  air,  assume  an  upright  attitude  and  re¬ 
veal  traces  of  intelligence.  We  are  often  amazed  to  see  how  the 
divine  architect  takes  the  stone  which  our  human  builders  refused 
and  uses  it  as  “the  headstone  of  the  corner,”  and  in  the  great 
scheme  of  things  it  may  be  that  the  world-wide  activities  of  com¬ 
merce  are  destined  to  knead  us  all,  “Greek  and  barbarian,”  buyer 
and  seller,  into  a  world-humanity  with  common  aspirations  and 
common  sympathies.  Were  it  possible  to  inventory  the  world’s 
present  stock  of  ethical  ideals,  we  would  be  amazed  to  learn  how 
many  of  these  ideals  have  emanated  from  the  activities  of  its 
once  despised  and  still  distrusted  commerce. 


When  you  gentlemen  invite  one  of  my  calling  to  address  you, 
it  is  a  hopeful  sign,  for  it  shows  a  realization  on  your  part  that 
there  must  be  something  better  between  us  as  sellers  and  buyers 
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of  fire  indemnity  than  the  dog-and-cat  attitude  from  which  we 
all  had  our  beginnings.  In  order  to  meet  you  in  the  same  fair 
spirit  I  beg  to  state  my  belief  that  life  means  progress  in  service ; 
that  we  are  all  parts  of  one  complex  whole,  moving  on  to  some 
unknown  goal,  and  that  under  the  law  of  survival,  each  organ 
must  perform  its  functions  satisfactorily  or  become  atrophied 
and  disappear.  Society  must  have  the  protection  of  fire  insur¬ 
ance,  but  in  the  end  it  will  have  that  form  of  protection  which, 
all  things  considered,  best  serves  its  purposes. 

From  the  time  when  we  conquered  our  national  independence, 
we  Americans  have  been  prone  to  consider  ourselves  about  the 
smartest  and  most  enterprising  people  on  the  face  of  the  earth. 
This  sentiment'  was  fed  by  our  newspapers,  our  politicians,  teach¬ 
ers,  preachers  and  Fourth  of  July  orators  until  we  acquired  a 
world-wide  reputation  for  cocksureness.  We  have  lived  through 
a  youth  of  complacent  optimism,  but  with  the  coming  of  our 
maturity  a  change  has  come  over  the  spirit  of  our  dreams.  We 
have  begun  to  discover  that  our  phenomenal  liberty  arose  from 
the  fact  that  we  lived  in  a  sparsely  settled  land,  with  plentv  of 
elbow  room  for  one  and  all ;  and  that  in  proportion  as  our  elbow 
room  grows  less,  so  must  our  cherished  liberties  be  surrendered 
one  by  one  for  the  common  good  ;  in  other  words,  that  personal 
liberty,  like  everything  else,  has  its  limitations.  Again,  we  have 
found  that  our  phenomenal  prosperity  has  arisen  largely  from  the 
fact  that  we  were  the  heirs  of  a  marvelous  land,  where  unim¬ 
agined  wealth  lurked  at  every  turn,  and  that  under  our  doctrine 
of  individualism  we  have  permitted  a  long-continued  and  re¬ 
morseless  appropriation  of  this  wealth,  until  today  it  is  largely 
fenced  in  and  labeled,  “Private  property — No  trespass.”  To 
judge  from  the  alarmists  we  have  destroyed  our  forests,  dried 
up  our  navigable  streams,  turned  entire  states  into  abandoned 
farms,  and  opened  the  faucets,  allowing  our  natural  gas  and  oils 
to  join  the  snows  of  yester-year.  We  have,  as  it  were,  lived 
through  a  prodigal  youth,  and,  like  Tristram  Shandy,  must  spend 
our  later  years  in  trying  to  button  up  the  things  we  unbuttoned 
during  our  “salad  days,” 

A  visitor  once  asked  the  janitor  in  a  lunatic  asylum,  “How 
do  you  tell  when  the  patients  are  insane?”  The  answer  was:  “I 
turns  on  the  water  in  the  basement  and  sets  ’em  to  moppin’  up 
the  floors ;  them  as  ain’t  idjits  fust  shuts  off  the  water.” 

We  have  had  a  good  many  water  faucets  running  in  our  na¬ 
tional  basement  and  have  apparently  just  bethought  ourselves  of 
the  advisability  of  shutting  them  off.  With  our  tendency  to 
invent  a  name  for  everything,  we  have  grouped  the  aggregate 
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flow  from  these  faucets  under  the  expressive  term  “National 
Waste/’  and  of  all  these  faucets  that  have  been  deluging  our 
basement,  easily  the  first  in  volume  is  fire  waste. 

As  yet  we  have  hardly  settled  down  to  the  real  work  of  re¬ 
form.  So  far  our  progress  has  largely  consisted  in  a  war  of 
words  among  the  different  social  and  industrial  groups,  in  which 
there  has  been  a  great  deal  of  mutual  recrimination,  with  charges 
more  or  less  specific  that  the  other  fellow  is  responsible.  This 
spirit,  no  doubt  largely  stimulated  by  our  politicians,  is  to  be 
deprecated.  It  does  not  promise  to  lead  us  anywhere.  It  is 
as  useless  to  cry  over  spilt  water  as  over  spilt  milk.  Besides,  the 
politicians  themselves  seem  to  have  turned  on  as  many  taps  as 
the  rest  of  us.  They  have  been  liberal  contributors  to  our  nation¬ 
al  waste,  while  professionally  maintaining  the  cry  of  “Stop  thief” 
against  the  rest  of  us  in  a  ratio  inverse  to  the  votes  we  control. 

In  all  this  controversy  one  thing  may  be  said  for  fire  insur¬ 
ance  ;  it  has  been  a  very  modest  contributor  to  our  national  waste. 
It  has  not,  like  the  farmers,  impoverished  the  soil  of  entire  coun¬ 
ties  and  states;  it  has  not  mowed  down  our  forests  or  disem¬ 
boweled  the  earth  and  turned  its  fluids  and  solids  into  filthy  lucre, 
nor  asked  for  exclusive  franchises  with  an  open  permit  to  rob  the 
community.  On  the  contrary,  the  functions  of  the  industry  have 
been  to  watch  the  meter  of  the  fire-waste  faucet  and  “put  it  in 
the  bill.”  The  lot  of  the  tax  gatherer  has  never  been  either  a 
happy  or  a  popular  one,  but  if  fire  insurance  had  been  entirely 
responsible  for  turning  on  the  tap  of  fire  waste,  it  could  hardly 
have  been  more  cordially  disliked.  It  is  hard  to  account  for  this, 
except  by  the  theory  that  in  every  household  there  seems  to  be  a 
psychological  necessity  for  a  Cinderella  and  in  every  community 
a  scapegoat.  Be  this  as  it  may,  fire  insurance  has  passed  through 
a  long  ordeal  of  misunderstanding,  misrepresentation  and  legis¬ 
lative  maltreatment. 

Fire  underwriters  have  long  tried  to  educate  the  public  into 
an  understanding  of  the  nature  and  equities  of  their  industry, 
with  indifferent  success.  This  has  largely  been  due  perhaps  to 
the  fact  that  underwriters  themselves  have  been  confronted  with 
some  of  the  profoundest  problems  of  modern  life;  that,  as  in 
every  other  form  of  activity  where  students  are  few,  many  of  the 
results  of  their  research  have  been  in  conflict  with  established 
prejudices  or  entrenched  privilege.  Again,  the  house  of  insur¬ 
ance  is  a  divided  house;  its  personnel  is  separated  into  groups 
with  conflicting  duties  and  interests.  The  industry  has  its  com¬ 
mercial  as  well  as  its  regulative  or  administrative  side.  On  the 
commercial  or  business-getting  side  we  find  agents  and  brokers 
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who  are  compensated  by  commissions.  These  commissions  are 
part  of  the  outgo  of  the  industry  which  must  be  comprehended  in 
the  rate  and  paid  by  the  assured.  Stated  briefly,  the  companies 
own  the  capital,  while  the  agents  and  brokers  own  the  business. 
A  single  agent  may  represent  many  companies.  These  companies 
are  permitted  to  remain  at  the  will  of  their  host,  and  the  most 
active  phase  of  the  competitive  strife  among  companies  is  to 
secure  the  agent’s  favor.  In  many  towns  one  or  two  agencies 
practically  monopolize  the  business,  and  the  companies  are  simply 
tenants  at  will,  whose  baggage  may  be  set  on  the  sidewalk  any 
day  by  the  landlord,  who  is  not  disposed  to  tolerate  even  the  mild¬ 
est  criticism  of  his  accommodations  or  the  price  of  his  board. 
Needless  to  say,  the  buyers  of  insurance  pay  for  the  services  of 
agents. 


Fire  Waste. 

As  I  have  already  said,  our  statements  have  been  open  to  the 
suspicion  which  attaches  to  all  ex  parte  testimony.  During  the 
past  two  or  three  years,  however,  fire  insurance  has  been  investi¬ 
gated  by  competent  men  who  have  no  financial  interest  in  the  in¬ 
dustry,  and  I  am  able  today  to  present  you  some  unchallenged 
evidence  from  high  and  disinterested  sources.  The  subject  of 
Fire  Waste  in  this  country,  as  compared  with  European  coun¬ 
tries,  has  been  under  investigation  by  the  United  States  govern¬ 
ment  and  the  National  Association  of  Credit  Men,  and  two  Com¬ 
missions,  authorized  by  the  legislatures  of  New  York  and  Illinois, 
have  recently  completed  an  official  investigation  of  fire  insur¬ 
ance.  In  the  matter  of  fire  waste,  I  quote  as  follows  from  Bul¬ 
letin  418,  Department  of  the  Interior,  U.  S.  Geological  Survey, 
1910: 


Uncle  Sam  Takes  the  Witness  Stand. 

The  total  fire  cost  in  this  country  is  five  times  as  much  per  capita 
as  in  any  country  of  Europe.  *  *  *  The  per  capita  losses  of  the  six 
■eading  European  countries  amounted  to  33  cents,  or  about  one-eighth  of 
the  per  capita  loss  sustained  in  the  United  States.  *  *  * 

The  fire  waste  for  the  last  thirty-three  years,  according  to  the  Na¬ 
tional  Board  of  Fire  Underwriters,  reached  the  tremendous  total  of  $4,- 
484,326,831.  *  *  *  The  situation  becomes  more  appalling  when  it  is 
realized  that  this  waste  is  increasing  by  leaps  and  bounds  each  succeed¬ 
ing  year.  It  is  reasonable  to  assume  that  fully  as  much  money  was 
spent  for  fire  protection,  making  a  total  of  almost  $9,000,000,000  in  thirty 
three  years.  *  *  * 

During  the  year  1907,  according  to  information  gathered  by  the  United 
States  Geological  Survey,  fires  caused  the  death  of  1,449  persons  and  the 
injury  of  5,654.  These  figures  are  incomplete  and  perhaps  do  not  repre- 
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sent  more  than  half  the  persons  who  are  victims  of  fires.  Many  of  the 
fire  chiefs  of  large  cities  failed  to  report  any  deaths,  because  such  were 
not  properly  included  in  their  annual  reports.  *  *  * 

The  fire  at  the  Iroquois  theater  in  Chicago,  December  30,  1903,  in 
which  six  hundred  persons  lost  their  lives,  was  a  terrible  object  lesson; 
yet  this  was  not  sufficient  to  stop  these  disasters.  January  13,  1908,  fire 
in  an  opera  house  at  Boyertown,  Pennsylvania,  cost  the  lives  of  nearly 
two  hundred  women  and  children.  Two  months  later,  March  4,  1908. 
one  hundred  and  sixty-five  children  were  burned  to  death  in  a  school 
.house  at  Collinwood,  Ohio.  If  the  buildings  destroyed  had  been  properly 
constructed  and  equipped  none  of  these  lives  would  have  been  lost.* 

In  an  analysis  of  fire  loss  the  fact  stands  out  prominently  that  much 
of  it  is  due  to  fires  that  extend  beyond  the  limits  of  the  buildings  in 
which  they  start.  It  is  impossible  from  the  figures  obtained  during  the 
inquiry  to  give  any  definite  statement  as  to  the  amount  of  loss  due  to 
exposure,  but  some  years  ago  prominent  underwriters  estimated  that  at 
least  27  per  cent  of,  the  fire  loss  comes  from  fires  that  extend  beyond 
the  buildings  in  which  they  originate. t 

The  average  annual  cost  of  maintaining  fire  departments  in  European 
cities  is  20  cents  per  capita,  and  in  corresponding  cities  in  the  United 
States  $1.53  per  capita,  or  seven  and  a  half  times  as  great. 

The  startling  array  of  facts  and  figures,  I  have  quoted,  was 
published  by  the  United  States  government  after  an  exhaustive 
investigation  by  its  own  technologists.  It  is  hardly  necessary  to 
say  that  the  investigation  was  independent  in  every  way  of  the 
fire  underwriting  industry. 

The  difference  between  our  country  and  Europe  seems  to  be 
that  we  are  lavish  in  extinguishing  fires  and  niggardly  in  prevent¬ 
ing  them.  A  fire  department  appeals  to  our  love  for  the  dramatic, 
but  it  is  complicated,  costly  and  only  too  often  absurdly  ineffi¬ 
cient.  On  the  other  hand,  fire  prevention,  with  its  unbounded 
scope  for  efficiency,  is  simple  and  relatively  inexpensive,  but  it  is 
prosaic  and  commonplace,  with  wide  intervals  of  time  between 
cause  and  effect,  and  such  things  do  not  appeal  to  our  national 
temperament,  which  looks  for  immediate  results. 


♦NOTE. — This  report  was  published  before  the  reoent  fires  which  cost  the 
lives  of  twenty-five  firemen  in  the  Morris  packing  plant  at  Chicago,  and  the 
more  recent  fire  in  the  Asch  Building  at  New  York,  which  cost  about  one  hun¬ 
dred  and  fifty  lives. 

fNOTE. — In  the  judgment  of  the  best  informed  underwriters  this  estimate 
at  the  present  time  would  be  considerably  increased,  and  it  may  be  added  that 
whatever  may  be  charged  against  the  American  people  on  the  score  of  fire 
waste,  they  have  not  been  remiss  in  appropriations  for  water  supplies  and  fire 
departments.  In  Berlin,  a  city  a  trifle  larger  in  population  than  Chicago,  the 
annual  fire  loss  averages  about  $150,000,  while  in  Chicago  the  annual  property 
looses  for  the  past  five  years  have  been  about  forty-seven  times  as  much.  Our 
Consul  General,  Frank  H.  Mason,  states  that  the  immunity  of  Berlin  from  dis¬ 
astrous  fires  does  not  result  from  the  efficiency  of  its  fire  department.  In 
volume  38,  Special  Consular  Reports,  Department  of  Commerce  and  Labor,  the 
statement  is  made  that  European  fire  departments  seem  ridiculously  inade¬ 
quate  as  compared  with  those  of  American  cities.  This  is  shown  by  the  follow¬ 
ing  extract  from  the  report  I  hare  been  quoting  so  freely. 


7 


Profits  of  Fire  Insurance. 


The  next  point  of  interest  is,  What  have  been  the  average 
profits  from  the  sale  of  the  policies  that  furnished  protection 
against  this  colossal  destruction  of  values?  In  compliance  with 
my  promise,  I  will  not  quote  statements  of  underwriters  them¬ 
selves,  but  cite  you  to  the  recent  publications  of  the  commissions 
appointed  to  investigate  the  industry  by  the  states  of  Illinois  and 
New  York.  I  quote  first'  from  the  Illinois  Commission’s  report: 

The  State  of  Illinois  Takes  the  Witness  Stand. 

From  any  standpoint  we  may  regard  it,  policy  holders  must  make 
good  their  own  losses,  plus  the  expenses  of  transacting  the  business.  Stock 
insurance  expects,  say,  a  net  profit  of  5  per  cent  as  compensation  for  the 
risk  assumed  by  the  cash  capital  it  puts  up  as  a  guarantee  to  the  policy 
holders  against  fires  of  all  dimensions,  from  a  single  risk  to  an  entire 
city.  Any  smaller  profit  would  in  all  probability  cause  capital  to  seek 
other  and  safer  forms  of  investment.  During  the  ten-year  period  ending 
December  31,  1910,  stock  insurance  did  not  earn  its  5  per  cent,  nor  any 
part  of  it.  On  the  contrary,  for  the  past  ten  years  it  has  lost  an  average 
of  2.8  per  cent  on  every  dollar  of  indemnity  sold,  as  shown  by  the  last 
reports  of  the  National  Board  of  Fire  Underwriters.  Few  varieties  of 
business  could  stand  an  average  loss  on  their  gross  sales  of  2.8  per 
cent  for  ten  successive  years,  and  if  we  descend  from  generals  to  particu¬ 
lars.  fire  insurance  has  not  stood  it,  for  many  companies  have  failed  and 
many  others  survive  because  they  were  able  to  raise  money  by  assessing 
their  stockholders  or  by  selling  new  stock.  Fire  insurance  assets  are 
not  as  large  as  they  were  ten  years  ago.  Stockholders  are  not  as  optim¬ 
istic  in  responding  to  heroic  assessments,  and  notwithstanding  the  asser¬ 
tions  of  interested  persons  as  to  the  fabulous  profits  of  fire  insurance, 
the  public  is  not  eager  to  invest  in  fire  insurance  stocks.  Another 
Baltimore  or  San  Francisco  conflagration  would  produce  consequences 
not  pleasant  to  contemplate.  We  feel  justified  in  stating  these  facts 
plainly,  for  it  seems  time  to  call  a  halt  on  the  reckless  assertions  which 
are  creating  dangerous  illusions  in  the  popular  mind. 

Taking  the  statistics  for  any  ten-year  period  since  statistics  have 
been  kept  in  the  business,  we  are  unable  to  find  any  period  where  the 
aggregate  net  profits  have  exceeded  about  3  per  cent,  while  *  *  *  dur¬ 
ing  the  past  ten  years,  instead  of  being  a  net  profit,  there  has  been  a 
net  loss  on  the  aggregate  sales  of  fire  indemnity.  *  *  * 

It  is  facts  such  as  these  that  cause  fire  underwriters  of  the  longest 
experience  to  contend  that,  taking  the  country  as  a  whole,  no  profit  has 
been  made  from  the  sale  of  fire  indemnity  during  the  past  fifty  years  or 
since  statistics  have  been  kept.  *  *  * 

The  constant  and  widespread  assertions  of  interested  parties  in 
regard  to  the  fabulous  profits  in  fire  insurance  stocks  has  created  a 
popular  faith  in  this  form  of  investment  which  has  been  taken  advantage 
of  by  promoters  of  new  fire  companies.  The  reckless  statements  made 
in  the  advertising  matter  of  these  enterprises  has  finally  caused  the  state 
authorities  to  take  united  and  drastic  action  in  suppressing  this  form 
of  swindling.  *  *  * 
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From  1880  to  the  close  of  1908,  912  fire  insurance  companies  retired 
from  business  in  the  United  States.  *  *  *  The  records  do  not  show 
a  single  company  that  might  be  considered  a  notable  success  which  has 
begun  business  during  the  past  thirty  years  and  done  business  on  its  own 
responsibility,  without  the  backing  in  some  form  of  an  old  and  strong 
company. 

Turning  our  attention  to  the  report  of  the  New  York  State 
Commission,  we  find  the  subject  treated  analytically  under  the 
head  of  “Earnings  of  Fire  Insurance  Companies.” 

At  the  end  of  its  analysis  the  Committee  states  its  conclusions 
in  the  following  language : 

The  State  of  New  York  Takes  the  Witness  Stand. 

The  figures  seem  to  demonstrate  several  things  very  clearly.  First, 
that  what  money  is  being  made  in  the  business  is  being  made  by  the  old, 
large,  established  companies ;  that  new  companies  are  quite  as  likely  to 
lose  as  to  make  money,  and  that  in  a  general  way  the  prosperity  of  the 
company  is  in  pretty  close  correspondence  with  its  size  and  standing. 
Second,  it  seems  clear  that  the  companies  on  a  whole  have  not  made  an 
excessive  profit.  The  best  companies  have  averaged  10  per  cent  profit 
for  the  past  twenty  years,  of  which  half  has  been  kept  in  the  business. 

In  a  mercantile  or  manufacturing  business  this  would  be  considered 
a  good  return,  but  it  must  be  remembered  that  in  a  fire  insurance  com¬ 
pany  everything  may  be  lost  in  a  single  conflagration.  Yet  these  figures 
are  only  for  the  largest  companies.  The  small  and  medium-sized  com¬ 
panies  have  earned  scarcely  more  than  they  could  have  earned  if  they 
had  invested  their  money  in  bonds  or  mortgages  and  done  no  insurance 
at  all.  *  *  * 

In  this  connection  the  fact  was  brought  forward  that  in  general  the 
directors  of  a  fire  insurance  company  own  only  a  small  part  of  its 
stock,  the  average  for  the  six  largest  companies  being  7  per  cent  and  for 
all  the  companies  20  per  cent.  It  is,  furthermore,  a  fact  that  fire  insur¬ 
ance  companies  are  not  being  organized  in  general  by  men  who  are  most 
familiar  with  financial  conditions.  It  is  stated  to  be  impossible  to  secure 
money  in  Wall  Street  for  the  organization  of  fire  insurance  companies 
and  that  the  money  in  fire  insurance  belongs  very  largely  to  small  in¬ 
vestors.  The  figures  that  have  been  presented  seem  to  show  on  the 
whole  that  the  companies  have  not  been  making  an  excessive  profit. 

Profits  Exaggerated  for  Selfish  Ends. 

So  far  I  have  confined  myself  exclusively  to  documents  for¬ 
mulated  and  published  by  the  United  .States  government  and  two 
important  states.  No  other  industry  in  the  world  is  compelled  to 
make  more  frequent  or  detailed  statements  than  insurance  com¬ 
panies,  and  these  statements  are  filed  in  the  insurance  department 
of  every  state.  They  set  forth  in  detail  the  experience  of  every 
company  and  show  the  aggregate  underwriting  profits  of  the  com- 
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panies,  singly  and  collectively,  yet  despite  this  wealth  of  official 
information  the  public  still  clings  to  the  belief  that  fire  insurance 
is  a  bonanza.  This  impression,  is  and  always  has  been  cultivated 
by  interested  parties  for  selfish  ends.  The  Illinois  report  I  have 
quoted  calls  attention  to  the  fact  that  the  states  generally  have 
been  compelled  to  interfere  in  the  recent  extensive  swindling  in 
the  promotion*  of  new  companies  through  representations  of  this 
kind.  The  Commission  might  well  have  gone  on  to  point  out 
other  agitators  who  have  a  motive  for  keeping  this  ancient  fiction 
alive.  Every  solicitor  for  a  wild-cat  stock  company,  a  Lloyds,  or 
any  of  the  numerous  forms  of  mutual  insurance,  knows  that  his 
strong  suit  is  to  persuade  the  assured  that  the  stock  companies 
are  extorting  unreasonable  profits  out  of  the  public. 

The  great  fallacy  in  all  popular  discussions  of  fire  insurance 
arises  from  an  inability  to  realize  that  it  is  an  industry  based  upon 
averages.  The  specific  experience  of  any  single  property  owner, 
company,  town,  city,  county,  state,  or  for  that  matter,  any  year, 
is  simply  a  part  of  the  grand  total  which  constitutes  the  industry. 
It  is  possible  to  select  out  of  any  grand  average  a  few  instances 
that  will  prove  anything,  just  as,  in  the  words  of  Shakespeare, 
“The  devil  can  cite  scripture  for  his  purpose.”  Every  man  who 
has  played  cards  or  dice  knows  that  averages,  while  the  most 
certain  things  in  the  world  in  their  totals,  are  the  most  uncertain 
in  the  sequence  of  individual  instances.  A  few  fire  companies 
have  had  freak  experiences.  These  companies  are  only  too  well 
known  among  underwriters.  One  started  about  half  a  century 
ago  with  a  small  capital,  which  it  has  never  increased,  and  the 
capital  is  now  absurdly  small  compared  with  its  total  business 
and  assets,  and  its  so-called  dividend,  of  course,  correspondingly 
large.  Another  company  has  evolved  an  original  plan  of  parasit¬ 
ism  through  which  it  escapes  all  common  responsibility  and  ex¬ 
pense,  even,  in  large  measure,  the  expense  of  commissions.  Its 
plan  could  not  be  duplicated,  hence  it  may  be  regarded  as  an 
isolated  and  not  very  creditable  phenomenon  in  the  industry.  On 
the  other  hand,  these  selfish  misrepresentations  skillfully  avoid  all 
mention  of  the  scores  of  companies  that  have  failed  or  are  eking 
out  a  profitless  existence,  whose  experience  with  equal  truth 
might  be  cited  to  prove  that  the  temple  of  fire  insurance,  like 
Dante’s  hell,  should  have  inscribed  over  its  door,  “All  hope  aban¬ 
don,  ye  who  enter  here.” 

During  recent  years  this  popular  superstition  has  generated 
a  new  form  of  parasite,  which  ostensibly  serves  the  public  as  ad¬ 
viser  with  regard  to  fire  insurance.  The  more  sensible  part  of  the 
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public  soon  learned  that,  under  the  guise  of  advisers,  these  con¬ 
cerns  were  really  solicitors  for  some  kind  of  back-door  insurance, 
and  they  have  mostly  sunk  into  the  oblivion  from  which  they 
came.  One  or  t\vo,  however,  are  still  in  existence  and  much  in 
evidence.  There  is  no  testimony  to  show  that  anyone  connected 
with  any  of  these  concerns  ever  had  a  day’s  real  fire  insurance 
experience.  Their  chief  function  seems  to  be  to  stir  up  suspicion 
and  advertise  themselves,  regardless  of  truth  or  common  decency. 
The  nature  of  their  business  is  such  that  they  cannot  serve  the 
ignorant,  small  property  owner,  who  perhaps  most  needs  sane  and 
helpful  advice,  and  there  is  every  reason  to  believe  that  their  chief 
function  is  to  sell  their  services  to  that  class  of  large  insurers  who 
seek  the  benefits  of  the  same  kind  of  discrimination  that  our  con¬ 
stituted  authorities  are  seeking  to  abolish  among  railways  and 
manufacturers  through  fines  and  imprisonment.  These  concerns 
are  ostensibly  organized  to  serve  the  public  as  safe  and  sound 
advisers,  precisely  as  lawyers,  teachers  and  doctors  are  supposed 
to  serve  the  public,  and  there  is  the  same  reason  on  the  score  of 
public  safety  for  subjecting  them  to  a  rigid  state  supervision  and 
license. 

I  have  dwelt  long  upon  the  subject  of  the  profits  that  are 
supposed  to  exist  in  fire  insurance  and  quoted  disinterested  and 
reliable  authorities,  believing  it  to  be  to  your  interest  to  know  the 
truth,  and  I  venture,  before  dropping  the  subject,  to  ask  a  few 
questions. 

A  Fczv  Pertinent  Questions. 


If  fire  insurance  is  a  business  of  such  fabulous  profits,  why 
do  you  gentlemen  not  buy  fire  insurance  stocks  and  organize  new 
companies?  If  it  is  so  much  more  profitable  than  your  own  in¬ 
dustries,  why  is  it  not  a  better  investment? 

If  the  facts  quoted  show  that  the  industry  does  not  yield  as 
large  profits  as  your  manufacturing  activities,  do  you  believe  that 
capital  will  permanently  remain  in  the  industry,  when  it  can  do 
better  by  disposing  of  fire  insurance  stocks  and  buying  industrial 
stocks  ? 

If  there  were  no  such  thing  as  fire  insurance  and  your  prop¬ 
erty  were  liable  any  day  to  be  destroyed  by  fire,  knowing  that  you 
could  not  recover  your  loss  from  any  source,  would  you  not,  with, 
this  constant  menace  threatening  to  reduce  you  to  beggary,  feel 
that  you  ought  to  retire  your  capital  or  get  a  larger  return  for  its 
use  to  justify  you  in  taking  the  risk  of  it's  total  annihilation?  Is 
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not  this  precisely  the  position  of  the  capital  invested  in  fire  insur¬ 
ance  stocks?  Under  the  law  of  averages  city  conflagrations  occur 
much  oftener  than  a  total  loss  would  probably  occur  to  your  own 
plant.  If  your  average  rate  is,  say,  $1.00,  this  with  proper  allow¬ 
ance  for  expenses,  would  indicate  that  the  life  expectancy  of  your 
plant  ought  to  be  166  years,  while,  as  you  know,  metropolitan 
conflagrations  have  occurred  on  an  average  more  frequently  than 
once  in  twenty  years.  This  would  make  the  expectancy  of  the 
city  conflagration  hazard  less  than  one-eighth  the  expectancy  of 
your  individual  risk,  hence  the  fire  company's  entire  capital  would 
seem  to  be  imperiled  under  the  laws  of  average  more  than  eight 
times  as  much  as  your  property  would  be  if  fire  insurance  were 
unobtainable.  Would  you  not  under  such  circumstances  feel  that 
your  investment  ought  to  yield  you  a  much  larger  profit  than  you 
earn  in  the  safe  field  of  manufacturing? 

These,  gentlemen,  are  questions  for  your  thoughtful  consid¬ 
eration,  and  I  drop  the  subject  with  the  suggestion  that  if  I  were 
promoting  the  organization  of  a  new  fire  insurance  company,  the 
last  place  I  would  look  for  buyers  would  be  among  experienced 
fire  underwriters.  More  than  this,  I  should  hesitate  to  approach 
any  one  of  you  if  I  were  trying  to  find  buyers  for  the  stock  of  a 
new  fire  company.  I  had  been  in  the  employ  of  the  well-known 
and  representative  institution  with  which  I  am  identified  for  thir¬ 
ty-three  years  before  I  owned  a  dollar  of  its  stock,  when  a  small 
lot  of  ten  shares  came  my  way  and  I  bought  it,  not  for  business, 
but  for  sentimental  reasons.  It  may  further  interest  you  to  know 
that  I  have  owned  this  stock  now  for  three  or  four  years,  during 
which  it  has  yielded  me  4  per  cent  on  my  investment.  So  much 
for  the  fabulous  profits  of  fire  insurance. 

The  facts  I  have  quoted  show,  like  the  British  army,  “a  thin 
red  line”  between  income  and  outgo,  but  there  is  one  point  in 
common  on  which  we  can  all  agree.  We  all  want  to  see  lower 
rates,  for  the  oldest  and  strongest  fire  companies  know  that  high 
rates  spell  trouble.  The  strong  underwriting  institutions  of  the 
country  are  even  more  eager  to  keep  profits  down  to  the  lowest 
point  of  safety,  because  they  know  that  nothing  hatches  out  com¬ 
petition  or  breeds  demoralization  like  a  period  of  abnormal  profits. 
If  the  so-called  soulless  insurance  corporations  could  pray,  their 
prayer  would  be,  “Deliver  us  from  inordinate  profits.” 

Your  common  sense  must  convince  you  that  without  a  corre¬ 
sponding  reduction  in  its  outgo,  no  material  reduction  in  the  in¬ 
come  of  the  industry  can  be  established  without  forcing  capital 
to  seek  other  fields. 
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The  Outgo  of  Fire  Insurance. 

When  we  come  to  consider  the  question  of  a  reduction  in  out¬ 
go,  we  find  that  it  is  divided  into  two  parts,  namely,  expenses  and 
losses.  Expenses  again  are  divisible  into  two  parts, — commissions 
and  expenses  other  than  commissions.  It  must  be  remembered 
that  fire  insurance  is  a  retail  business  and  can  never  escape  from 
the  handicap  of  the  retailer’s  expense  account.  The  items  which 
constitute  the  total  of  expenses  are  as  follows : 

Commissions  .  21.50 

Average  taxes .  2.65 

Rating  expenses  (about) .  1.35 

Other  expenses .  13.00 

Total . 38.50 

Since  1870  the  total  of  expenses  has  increased  7p2  points, 
but  rating  was  then  done  by  guesswork  and  practically  cost  noth¬ 
ing.  Today  it  is  an  elaborate  mathematical  process,  requiring 
high-grade  talent,  which  necessitates  an  element  of  expense  that 
did  not  exist  in  1860.  It  should  further  be  remembered  that  the 
states  since  1870  have  learned  the  art  of  extracting  more  income 
out  of  the  sale  of  fire  indemnity  than  the  companies  receive  in 
profits.  This  is  done  under  the  guise  of  a  tax  on  gross  premiums. 
States  collect  this  whether  the  companies  make  or  lose  money — 
in  other  words,  the  state  as  a  silent  partner  has  a  sure  thing  while 
the  companies  have  a  very  unsure  thing. 

Remorseless  Groivth  of  Commissions. 

Eliminating  these  two  important  factors  of  expense  which  did 
not  exist  in  1870,  we  find  that  since  that  date  the  companies’  ex¬ 
penses  outside  of  commissions  have  ^creased  about  6.74  points, 
while  agents’  commissions  have  increased  10.18  points.  Without 
doubt  a  part  of  the  decrease  in  management  expense  is  due  to  a 
larger  average  business,  denser  population,  concentrated  values, 
with  decreased  traveling  expenses  and  co-operation,  but  all  the 
decrease  can  hardly  be  attributed  to  these  factors.  In  any  event, 
the  companies’  part  of  expenses  shows  a  marked  downward  ten¬ 
dency,  while  agents’  commissions  have  nearly  doubled.  In  the 
mere  increase  of  10.18  points  in  commissions  the  fire  tax  of  the 
country  has  necessarily  grown  about  $25,000,000  per  annum  ;  in 
other  words,  the  American  public  is  paying  this  vast  sum  each 
year  for  the  mere  increase  in  agents’  commissions.  Doubtless  a 
large  part  of  this  increase  has  gone  back  to  favored  property 
owners  in  rebates,  but  it  has  gone  to  a  few  at  the  expense  of  the 
many.  It  had  robbed  thousands  of  Peters  to  pay  one  Paul.  Who 
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is  to  blame  for  this  remorseless  growth  in  commissions  could 
only  be  shown  by  a  detailed  history  of  the  industry  for  the  past 
half  century — a  story  which  would  consume  more  time  than  we 
have  at  our  disposal. 

The  facts,  however,  are  that  every  company  association  ever 
started  has  had  as  one  of  its  corner  stones  the  limitation  of 
commissions.  This  is  notorious  and  indisputable,  as  is  the  addi¬ 
tional  fact  that  the  competition  of  dissociated  companies  seeking 
more  business,  and  agents  seeking  higher  commissions,  have 
broken  down  agreement  after  agreement.  These  facts  show  that 
competition  in  fire  insurance  is  a  two-edged  sword ;  that  is,  com¬ 
petition  in  rates  will  lower  the  rates  for  a  select  few,  while  it 
raises  commissions,  and  consequently  rates,  for  the  general  pub¬ 
lic.  As  with  competition  under  every  guise,  the  favored  “four 
hundred”  demand  and  get  lower  rates,  and  those  agents  whose 
underwriting  abilities  consist  largely  of  an  organized  appetite  for 
income,  demand  and  get  higher  commissions.  But,  during  the 
most  demoralized  conditions,  cut  rates  are  for  the  few,  while  com¬ 
missions  possess  the  gaseous  quality  of  expansion.  When  an  as¬ 
sociation  is  forced  to  abandon  any  limitation  of  commissions,  the 
fact  is  open  and  notorious.  Every  agent  knows  it  and  all  agents, 
saints  and  sinners  alike,  share  in  the  advance.  Hence  cut  rates 
are  for  the  favored  few,  while  advanced  commissions  may  be  de¬ 
pended  upon  to  become  universal.  In  this  way  two  distinct  sel¬ 
fish  influences  combine  to  push  up  the  cost  of  indemnity  to  the 
rank  and  file,  who  in  turn  clamor  for  laws  forbidding  the  compa¬ 
nies  to  establish  either  rates  or  commissions.  These  twin .  evils 
are  the  results  of  competition.  They  exist  not  because  of  fire 
underwriting  associations,  but  in  spite  of  them,  and  the  responsi¬ 
bility  is  largely  with  a  public  which  grudgingly  pays  the  piper  but 
refuses  to  heed  the  truth.  No  honest  man,  knowing  the  facts, 
can  charge  that  any  part  of  these  acknowledged  evils  in  the  in¬ 
dustry  is  attributable  to  associated  effort.  It  is  proper  to  say, 
however,  that  in  the  growing  complexity  of  business,  agents  ren¬ 
der  more  varied  and  onerous  services  to  the  public  than  they  did 
in  1870,  and  the  policy  fee  which  they  used  to  collect  from  every¬ 
body  has  become  obsolete,  hence  it  is  hardly  probable  that  com¬ 
missions  will  ever  fall  back  to  the  level  of  ante  bellum  days. 

It  has  long  been  the  fashion  to  draw  unfavorable  comparisons 
between  the  expense  accounts  of  the  Lloyds  and  mutuals  versus 
stock  companies,  but  aside  from  taxes  and  rating  expense,  which 
the  former  escape,  it  is  all  a  question  of  relative  lines.  The 
Lloyds,  indemnity  exchanges,  reciprocal  underwriters,  etc.,  must 
limit  their  aggregate  losses  from  any  single  conflagration  to  a 
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few  risks.  This  enables  them  to  ignore  the  great,  fundamental 
principle  of  distribution  and  write  enormous  lines  on  single  risks. 
On  the  same  risk  the  stock  company,  with  incomparably  larger 
assets,  might  write  from  $2,500  to  $10,000,  but  it  does  not  say 
in  its  policy  that  when  five  or  ten  risks. are  destroyed  in  a  single 
conflagration  its  liability  shall  terminate.  With  our  city  com 
flagrations,  what  would  become  of  our  national  system  of  credit 
if  it  did?  Who  would  be  willing  to  extend  credit  to  anybody  if 
all  the  stock  companies  should  limit  their  losses  to  not  exceeding 
five  risks  in  a  single  conflagration?  Yet  if  the  stock  companies 
should  do  this  they,  too,  could  write  enormous  lines  and  dispense 
with  agents  and  brokers,  thus  cutting  off  at  a  blow  the  largest 
single  factor  in  their  expense  account.  The  expense  account  of 
the  mutuals  that  write  small  lines  is  as  large  or  larger  than  that 
of  the  stock  companies.  In  a  recent  examination  by  the  insur¬ 
ance  department  of  the  state  of  New  York  of  forty-three  town 
and.  county  mutuals,  their  average  expense  was  found  to  be  36 
per  cent,  notwithstanding  the  fact  that  they  pay  nothing  for  taxes 
or  other  expenses  of  the  industry.  Among  these  small-line  mu¬ 
tuals  an  expense  ratio  of  from  50  to  55  per  cent  is  not  unknown. 

Losses — Personal  Responsibility  For. 

The  next  factor  in  the  outgo  of  fire  insurance  is  losses.  As 
our  fire  waste  is  many  times  as  large  as  in  European  countries, 
there  would  appear  to  be  unlimited  opportunity  for  sane  eco¬ 
nomics.  Fire  waste  emanates  from  two  distinct  sources — first, 
the  physical  qualities  of  property  itself ;  second,  the  moral  hazard 
existing  in  the  owner  or  others.  This  may  range  from  a  mere 
ignorance  or  indifference  to  care  of  the  property,  to  an  active  de¬ 
sire  to  realize  from  its  sale  to  an  insurance  company,  or  it  may 
exist  in  the  enmity  of  neighbors,  rivals,  employes,  etc.  This 
moral  hazard  has  never  been  measured.  It  must  be  spread  as  a 
burden  on  all  insurers.  At  the  outset  we  find  a  radically  differ¬ 
ent  attitude  on  the  part  of  European  governments.  There,  when 
a  fire  occurs,  no  pains  are  spared  to  fix  the  personal  responsibility 
on  owner  or  tenant.  The  laws  are  drastic  and  it  is  no  light  mat¬ 
ter  to  have  a  fire.  In  this  country  there  has  always  been  a  ten¬ 
dency  to  make  a  hero  out  of  the  man  who  has  a  fire.  Like  the 
boy  with  the  sore  toe,  he  is  made  much  of  by  his  fellows  and  is 
instigated  to  get  all  he  can  out  of  the  insurance  companies.  If 
he  happen  to  live  in  a  state  where  the  so-called  valued  policy  law 
is  in  force,  he  is  often  able  to  turn  his  apparent  misfortune  into  a 
handsome  speculation.  It  will  probably  be  a  long  time  before 
this  country  will  conform  to  the  drastic  requirements  of  Euro- 
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pean  governments,  though  there  is  already  evidence  in  our  fire 
marshal  laws  of  a  pronounced  movement  in  this  direction.  It  is 
slowly  coming  to  be  understood  that  fire  may  cause  far  more  in¬ 
jury  to  society  than  robbery  or  murder,  for  it  may  destroy  an 
entire  city  and  cost  hundreds  of  lives,  and  whether  it  arise  from 
a  sin  of  omission  or  commission,  it  is  not  a  thing  to  be  passed  by 
indifferently.  A  rigid  enforcement  of  personal  responsibility 
would  doubtless  cause  an  important  reduction  in  our  national  fire 
waste,  for  probably  30  per  cent  of  our  fires  arise  from  this 
source.  It  is  hard  to  realize  the  meaning  of  this,  but  it  may  bring 
it  closer  home  to  you  when  I  say  that  in  all  probability  if  you 
should  open  the  doors  of  your  penitentiary  and  turn  loose  all  your 
convicted  thieves,  thugs,  forgers  and  murderers,  the  depredations 
of  these  undesirable  citizens  would  probably  not  cost  you  any 
more  in  life  and  property  than  would  be  saved  by  the  elimination 
of  moral  hazard  in  all  its  ramifications.* 

The  Physical  Hazard. 

When  we  come  to  the  direct  hazard  of  property  itself,  it  is 
proper  to  say  that  there  are  about  twelve  million  buildings  in  the 
United  States,  and  of  this  number  doubtless  eleven  million  have 
been  built  in  utter  disregard  of  their  combustibility.  They  have 
been  built  of  the  most  combustible  wood  in  the  world — white 
and  yellow  pine,  and  even  when  the  walls  are  of  brick  or  stone 
the  combustible  material  inside  these  walls  burns  as  freely  as  if 
built  entirely  of  wood.  Again,  we  have  paid  little  or  no  attention 
to  the  possible  spread  of  fire.  In  Europe  a  fire  seldom  gets  out 
of  the  floor  where  it  starts  and  still  more  seldom  out  of  the  build¬ 
ing.  Conflagrations  are  almost  unknown. 

If  exposure  could  be  cut  off  it  would  make  a  vast  reduction  in 
our  annual  waste.  We  cannot  of  course  tear  down  and  rebuild 
all  the  buildings  in  the  United  States,  but  with  proper  instru¬ 
mentality  we  can  make  it  to  the  interest  of  every  property  owner 
to  make  his  risk  safer  to  life  and  property. 


♦NOTE. — Since  this  was  written  the  entire  country  has  been  startled  by 
the  discovery  of  an  organized  industry  in  arson  in  the  city  of  Chicago.  The 
confession  and  subsequent  suicide  of  one  of  the  gang  leaves  little  doubt  of  the 
truth  of  his  confession.  The  Chicago  Post  of  June  8th,  1911,  states  that  in  Chi¬ 
cago  alone  about  seven  hundred  fires  are  attributable  to  this  source,  and  there 
is  every  reason  to  believe  that  a  similar  “arson  trust”  exists  in  other  cities.  It 
can  hardly  be  doubted  that  the  suppression  of  this  nefarious  activity  would 
do  more  to  reduce  the  fire  waste  of  the  country  than  all  the  laws  concerning 
fire  insurance  rates  since  legislation  began  to  enact  such  laws. 
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Schedule  Rating. 


This  instrumentality  we  have  in  schedule  rating,  which  after  a 
lifetime  of  experience  I  cannot  but  regard  as  one  of  the  greatest 
and  most  beneficent  instrumentalities  of  modern  civilization,  be¬ 
cause  it  offers  a  reward  every  time  a  man  makes  his  property 
safer  and  imposes  a  penalty  every  time  he  permits  it  to  become 
more  unsafe.  It  is  this  instrumentality  that  so  many  of  our 
states  have  outlawed.  As  I  promised  you  disinterested  opinions 
and  statements  I  will  quote  first  from  the  report  of  the  New 
York  Commission. 


New  York  Takes  the  Stand. 

It  is  impossible  to  make  rates  properly  on  the  basis  of  a  single  com¬ 
pany’s  experience.  The  experience  of  even  the  largest  company  is  not 
extensive  enough  to  insure  the  proper  working  of  the  law  of  averages 
on  all  classes.  *  *  * 

The  mutuality  of  all  insurance  is  so  strong  that  nothing  which  tends 
to  produce  inferior  protection  can  be  for  the  public  good.  *  *  *  In  a 
state  of  open  competition  rates  adjust  themselves  not  to  the  hazards,  but 
largely  to  the  strength  of  the  insured,  so  that  the  man  of  influence,  whose 
patronage  is  desired,  will  get  his  insurance  too  cheaply,  as  against  the 
man  who  is  not  in  a  position  to  drive  a  sharp  bargain.  That  is,  competi¬ 
tion-  results  in  discrimination.  *  *  * 

The  economic,  even  the  sociological,  effect  of  the  application  of  sched¬ 
ule  rating  can  scarcely  be  overstated.  It  is  doubtless  true  that  schedule 
rating  is  at  present  by  far  the  most  powerful  agent  in  the  inauguration  of 
good  building  construction  and  in  checking  the  appalling  fire  waste  of 
the  country.  *  *  * 

It  is  not  too  much  to  say  that  to  schedule  rating  is  due,  as  much  as 
to  any  other  cause,  the  credit  for  improvements  in  modern  construc¬ 
tion.  *  *  * 

The  operation  of  schedule  rating  in  bettering  fire  prevention  is  one 
of  those  powerful  unconscious  agencies  like  the  betterment  of  the  race 
through  natural  selection.  *  *  *  For  schedule  rating  to  better  con¬ 
ditions  there  must  be  not  only  a  definite  relation  between  a  better  con¬ 
dition  and  the  insurance  rate,  but  this  relation  must  be  capable  of  being 
brought  forcibly  to  the  attention  of  the  insured.  In  this  process  there 
is  still  another  influence  acting  and  another  force.  The  influence  is  the 
broker  or  the  local  agent  and  the  force  is  competition.  *  *  * 

Among  the  services  that  a  broker  or  local  agent  does  in  this  very 
way  perform  is  the  service  of  bringing*  to  the  attention  of  a  client  the 
reduction  in  a  rate  that  he  can  secure  by  making  changes  in  his  old 
building,  or  in  planning  his  new  building  so  as  to  conform  to  the 
standards  of  the  schedule.  And  if  he  should  fail  in  assiduity  in  keeping 
his  client  thus  informed,  he  would  find  that  another  broker  or  another 
agent  had  slipped  in  and  performed  this  service,  and  that  his  client’s 
business  had  been  transferred  to  the  one  that  had  thus  demonstrated  a 
greater  capacity  for  looking  after  the  interests  of  the  insured.  *  *  * 
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At  this  point  I  must  interrupt  my  quotations  to  call  your  at¬ 
tention  to  the  fact  that  the  Committee  overlooks  the  tremendous 
influence  that  is  being  brought  to  bear  under  schedule  rating  in 
the  improvement  of  municipal  protection,  which  secures  a  reduc¬ 
tion  in  the  rate  of  every  citizen.  There  is  a  great  and  silent  work 
going  on  under  the  supervision  of  high-grade  experts  in  lower¬ 
ing  the  hazard  and  rates  of  entire  communities,  all  because  sched¬ 
ule  rating  makes  this  possible. 

Doubtless  in  common  with  the  balance  of  the  public  you  be¬ 
lieve  that  the  rigid  maintenance  of  schedule  rating  would  cut  off 
all  competition,  when  indeed  it  paves  the  way,  in  fact,  makes 
necessary  a  sane,  healthful  competition  that  is  today  a  potent 
influence,  wherever  schedule  rating  is  applied,  in  reducing  fire 
waste,  and,  what  is  more  important,  loss  of  life, — an  influence 
that  is  absolutely  lacking  where  schedule  rating  is  suppressed  by 
law  or  by  the  competition  that  contemptuously  ignores  rates  when 
made.  Schedule  rating  automatically  yokes  together  all  conflict¬ 
ing  interests  in  a  common  motive  to  reduce  fire  hazard,  because 
it  applies  alike  to  the  enlightened  selfishness  of  all  concerned. 
The  New  York  Commission  closes  its  report  with  the  following 
words : 

While,  however,  we  are  waiting  for  the  time  when  we  shall  be  far¬ 
sighted  and  intelligent  enough  to  attack  this  problem  directly,  we  must 
recognize  that  we  have,  in  the  operation  of  schedule  rating,  an  immensely 
important  and  effective  instrument  for  this  purpose;  that  largely  un¬ 
consciously,  or  at  least  without  direct  intention,  the  insurance  companies, 
through  their  development  of  schedule  rating,  are  facilitating  this  work. 
In  a  consideration,  therefore,  of  insurance  legislation,  there  must  be  kept 
in  mind,  among  other  things,  the  effect  of  any  proposed  law  upon  the 
operation  of  this  process. 

Illinois  Takes  the  Stand. 

In  the  report  of  the  Illinois  Commission,  under  the  head  of 
Rate  Making,  the  subject  is  discussed  even  more  comprehensively 
than  in  the  New  York  Commission’s  report. 

I  regret  that  lack  of  time  prevents  me  from  quoting  every 
word  on  the  subject  from  this  report,  for  from  beginning  to  end 
it  is  a  manly  and  deserved  tribute  to  the  splendid  work  that  is 
being  done  by  fire  underwriters  in  reducing  the  fire  waste  of  the 
country.  The  report  calls  attention  to  the  great  fire  underwriters* 
laboratory  in  Chicago — the  most  complete  of  its  kind  in  the 
world — and  compares  its  work  in  the  investigation  of  fire  hazard 
with  our  great  endowed  hospitals  for  the  study  of  malignant 
diseases.  It  speaks  of  the  National  Fire  Protection  Association, 
composed  of  trained  experts,  graduates  of  our  leading  technical 
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schools,  who  are  co-operating  with  national  associations  of  build¬ 
ers,  architects  and  engineers  in  the  investigation  and  control  of 
fire  hazard.  It  speaks  of  the  National  Board,  the  recognized 
statistical  body  of  the  industry,  of  the  Fire  Patrols  for  the  pro¬ 
tection  of  property  from  needless  damage,  of  the  Salvage  Asso¬ 
ciations  for  the  economic  handling  of  salvage,  and  of  the  Adjust¬ 
ment  Bureaus  for  the  economic  and  equitable  treatment  of  losses. 

The  report  calls  attention  to  the  fact  that  it  is  no  more  the 
moral  duty  of  fire  insurance  to  teach  the  public  how  to  reduce 
fire  waste  and  thereby  cut  down  the  income  of  the  industry  than 
it  is  for  doctors  to  teach  people  to  be  healthy  or  for  lawyers  to 
teach  them  how  to  avoid  litigation,  and  frankly  admits  that  fire 
indemnity  has  done  its  whole  duty  in  the  face  of  widespread  mis¬ 
understanding  and  misrepresentation  of  motives  that  cannot  truly 
be  called  other  than  public-spirited,  stating  that  it  would  be  dis¬ 
honest  to  withhold  this  plain  statement  of  the  truth. 

The  report  goes  on  to  say  that  among  these  services  perhaps 
none  is  more  important,  immediate  and  widespread  in  its  effects 
than  the  work  of  measuring  fire  hazard,  a  work  which  costs  the 
companies  about  two  million  dollars  per  annum, — an  expense  by 
no  means  shared  by  all  companies,  as  many  stock  companies  and 
practically  all  Lloyds,  mutuals,  individual  underwriters,  recip¬ 
rocal  underwriters  and  indemnity  exchanges  not  only  contribute 
nothing  to  the  work,  but  in  the  opinion  of  the  Commission  have 
done  much  to  make  it  worthless,  and  by  criticism  and  possibly 
misrepresentation,  much  to  bring  it  into  disrepute.  It  points  out 
that  the  companies,  which  bear  the  expense,  have  little  or  noth¬ 
ing  to  do  with  the  construction  of  schedules,  which  has  passed 
into  the  hands  of  trained  experts  who  deal  actuarily  with  the 
analysis  and  classification  of  hazard,  and  that  discrimination  or 
favoritism  in  their  work  appears  impossible  even  if  there  were  a 
motive.  The  report  concludes  as  follows: 

During  recent  years  the  measurement  of  fire  hazard  has  received 
the  benefit  of  more  exhaustive  study  that  at  any  time  in  insurance  history. 
New  theories  have  sprung  into  existence  and  have  been  found  to  survive 
the  test  of  actual  use.  The  highest  scientific  authorities  have  been  con¬ 
sulted  in  regard  to  the  fundamentals  of  measurement  and  classification 
and  it  seems  susceptible  of  proof  that  fire  insurance  todays  stands  in  the 
forefront  of  modern  activities  in  its  successful  efforts  to  make  its  measure¬ 
ments  conform  to  the  demands  of  strictly  scientific  method. 

So  far  as  the  making  and  application  of  basis  schedules  is  concerned 
we  find  little  or  nothing  to  criticise,  for  in  every  respect  this  work  seems 
to  be  entitled  to  be  grouped  with  the  laboratories,  fire  patrols’  salvage 
bureaus,  national  fire  protection  and  statistical  associations,  etc.,  as  a 
beneficent  manifestation  of  the  business,  for  under  the  application  of 
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these  schedules  every  man  may  be  said  to  ma,ke  his  own  rate,  and  in 
every  direction  it  is  possible  to  find  improvements  of  hazard  produced 
by  schedule  rating. 

This  finishes  my  quotations  from  high  official  authorities,  who 
cannot  be  suspected  of  any  motive  other  than  to  state  the  truth. 
The  witnesses  are  your  own,  and  it  is  an  old  and  equitable  legal 
principle  that  we  may  not  discredit  our  own  witnesses.  “Render, 
therefore,  unto  Caesar  the  things  which  are  Caesar’s.”  In  the 
testimony  I  have  quoted  imperial  Caesar  himself  renders  unto 
fire  insurance  the  things  which  are  its  due.  Will  you  believe 
Caesar? 

A  Few  More  Pertinent  Questions. 

Before  passing  on  to  other  things  I  venture  to  ask,  If  sched¬ 
ule  rating,  as  these  authorities  state,  is  one  of  the  great  economic, 
even  sociological,  instrumentalities  of  modern  civilization,  what 
are  we  to  do  with  it  in  your  state?  Are  we  to  go  on  at  tremen¬ 
dous  expense  and  make  schedules  and  local  tarififs  for  ornamental 
purposes  and  furnish  them  to  your  good  people  to  hang  on  their 
parlor  walls  along  with  their  family  photographs?  Are  we  to 
have  them  read  from  your  pulpits  or  delivered  as  Fourth  of  July 
orations  or  read  aloud  in  your  Sunday  Schools ;  or  will  you  treat 
them  as  “pretty  good  things  for  those  who  like  such  things,”  and 
order  us  to  file  them  with  your  insurance  department  and  put  us 
in  the  county  jail  if  we  discriminate  from  them,  and  turn  loose 
the  Lloyds,  mutuals,  indemnity  exchanges  and  reciprocal  under¬ 
writers  to  make  mince-meat  of  them?  Will  you  say  to  us,  “You 
must  not  discriminate ;  we  will  do  the  discriminating  ourselves, 
for  the  benefit  of  certain  British  gentlemen  who  sit  at  Lloyds  in 
London,  or  those  eminent  patriots  in  Chicago  or  New  York,  who 
for  a  modest  stipend  of  fifty  or  a  hundred  thousand  dollars  per 
annum  co-operate  with  our  tariff  laws  in  protecting  home  in¬ 
dustries?”  Or,  on  the  other  hand,  will  you  simply  continue  to 
permit  the  companies  that  believe  in  the  application  of  measure¬ 
ment  to  fire  hazard  the  right  to  hang  their  tariffs  up  in  their 
offices  as  a  sort  of  grace  before  meat,  with  the  time-saving  priv¬ 
ilege  of  saying  before  meals,  “Lord,  them’s  my  sentiments?” 

Admitting  what  is  claimed  for  schedule  rating  by  the  public's 
own  witnesses,  it  is  a  great  public  benefaction  that  should  be 
available  for  all.  Admitting  that  fire  hazard  is  measurable  in 
conformity  with  the  principles  governing  all  measurement,  we 
must  admit  the  necessity  of  its  universal  enforcement,  for  there 
is  no  possible  dividing  line  among  companies.  The  Lloyds  and 
the  mutuals  can  and  do  discriminate  more  than  the  stock  compa- 
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nies.  Will  you  say  to  the  stock  company,  “You  must  use  a  stand¬ 
ard  yardstick  of  thirty-six  inches,”  and  to  the  London  gentleman 
who  transacts  fire  insurance  as  a  side-line  to  his  regular  vocation 
of  betting  on  the  weather  on  Coronation  and  Derby  Days,  and  to 
the  Chicago  and  New  York  philanthropists  aforesaid,  “You  may 
use  any  old  yardstick?”  Have  these  gentlemen  rendered  such 
distinguished  services  in  the  great  historic  conflagration  of  our 
country  as  to  be  entitled  to  your  special  confidence  and  consider¬ 
ation?  Do  they  protect  the  mechanic,  the  clerk,  the  carpenter  or 
blacksmith,  the  grocer,  butcher  or  baker  against  the  fire  fiend,  or 
only  the  concentrated  wealth  of  corporations,  managed  by  men 
who  ought  to  know  enough  to  take  care  of  themselves?  Who 
most  needs  protection  and  which  would  give  the  people  of  Iowa 
the  squarer  deal — this  kind  of  competition  or  the  honest  measure¬ 
ment  of  all  fire  hazard,  with  the  incentive  it  offers  to  everybody 
to  make  his  property  safer  against  fire? 

Recently  a  prominent  citizen  of  a  western  state  was  reported 
by  the  press  as  standing  upon  his  hind  legs  before  an  audience  of 
business  men  and  delivering  himself  of  the  following: 

I  have  been  buying  hundreds  of  thousands  of  dollars’  worth  of  in¬ 
surance  for  from  25  to  50  per  cent  less  than  the  standard  rate  for  the 
past  thirty  years,  and  when  the  state  says  I  must  pay  100  per  cent 
more  for  this  insurance  than  I  have  in  the  past  it  is  an  outrage. 

This  gentleman,  I  imagine,  might  with  equal  truth  have  said: 

I  have  been  paying  hundreds  of  thousands  of  dollars  for  railway 
freight  rates  for  the  past  thirty  years,  and  when  the  state  says  I  must 
pay  the  same  railway  rates  as  everybody  else  it  is  an  outrage 

But  he  didn’t  say  this  possibly  for  fear  of  having  to  pay 
Uncle  Sam  some  twenty-nine  million  dollars,  more  or  less,  and 
perhaps  spending  a  term  in  the  county  jail.  The  moral  difference 
between  what  he  actually  said  and  might  have  said  I  will  leave 
you  to  determine.  The  distinction  is  too  fine  for  me. 

This  case  is  perhaps  typical  in  showing  the  real  beneficiaries 
of  the  state-wide  discrimination  caused  by  anti-compact  laws.  I 
am  discussing  my  subject  not  from  the  standpoint  of  a  favored 
few,  but  in  the  interest  of  society  as  a  whole,  and  society  as  a 
whole  is  beginning  to  put  its  foot  down  on  this  sort  of  favor¬ 
itism.  It  began  with  the  railroads,  shippers  and  life  insurance 
companies,  several  states  have  begun  to  apply  the  same  principles 
to  fire  insurance  companies,  which  in  the  end  will  be  extended  to 
manufacturers. 
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Significant  Change  in  Legislative  Theories. 

The  most  significant  event  in  modern  history  is  probably  em¬ 
bodied  in  the  general  change  of  legislative  theories  from  the  doc¬ 
trine  of  universal  competition  to  the  doctrine  of  anti-discrimina¬ 
tion,  for  it  means  the  suppression  of  the  code  duello,  the  feud, 
private  warfare  and  piracy  in  the  business  as  well  as  the  social 
world.  It  means  a  dawning  age  of  higher  ethical  standards  and 
emulation  in  service,  an  age  of  publicity,  ordered  and  exact  meth¬ 
ods,  and  last  but  not  least,  an  age  o‘f  universal  standardization 
and  measurement.  The  accountant,  the  actuary  and  the  efficiency 
expert  are  coming  to  the  front  as  the  physicians  and  surgeons  of 
diseased  industrial  conditions,  public  and  private.  The  dark  cor¬ 
ners  will  be  cleaned,  the  house  fumigated  and  ventilated ;  we 
shall  all  be  pumped  full  of  antitoxines  for  the  good  of  our  moral 
nature,  for  ours  is  an  age  not  only  of  increasingly  dense  popula¬ 
tion,  but  an  age  of  ramifying  and  interlocking  needs  and  interests 
which  spread  to  the  remotest  corners  of  the  earth.  In  such  a 
civilization  the  law  of  your  state,  which  forbids  two  or  more 
underwriters  to  agree  upon  the  methods  of  conducting  their  in¬ 
dustry,  is  an  anachronism  worthy  of  the  dark  ages,  as  little  suited 
to  modern  conditions  as  feudalism  or  the  laws  against  witchcraft. 

Monopoly  Discussed. 

Before  closing  I  venture  to  anticipate  a  question  which  doubt¬ 
less  exists  in  the  minds  of  many  of  you.  You  ask,  If  the  law 
recognizes  the  right  of  fire  insurance  to  establish  common  rates 
and  enforce  them,  why  is  this  not  a  monopoly? 

The  mere  right  to  establish  common  rates  is  indispensable  to 
the  intelligent  transaction  of  fire  insurance  and  is  so  recognized 
by  every  honest  underwriter.  It  is  unqualifiedly  endorsed  by  the 
reports  of  the  two  State  Commissions  I  have  quoted.  It  is  rec¬ 
ognized  by  our  older  states,  such  as  New  York,  Pennsylvania, 
Massachusetts  and  others,  as  well  as  by  the  governments  of 
Europe,  and  in  all  those  states  and  countries  lower  rates  prevail 
than  in  any  state  where  schedule  rating  has  been  interdicted.  All 
experience  shows  the  competition  is  as  active  under  schedule  rat¬ 
ing  as  without  it,  for  there  is  no  pooling  of  interests  or  sharing 
of  each  other's  profits  among  fire  companies  in  their  competition 
for  business.  Any  company  may  cut  rates  to  its  heart’s  content, 
but  when  it  does  it  discriminates  among  its  own  patrons  and 
forces  all  other  companies  into  like  discrimination.  This  takes 
away  all  incentive  for  policy  holders  to  improve  their  risks  as  a 


22 


condition  precedent  to  securing  lower  rates.  Without  the  power 
to  enforce  the  rates  established  by  schedule,  the  work  of  rating 
might  as  well  be  left  undone,  for  without  power  lodged  some¬ 
where  to  enforce  these  rates  competition  tears  them  down  as  fast 
as  they  can  be  established.  The  legal  enforcement  of  rates  on  the 
part  of  every  competitor  is  a  very  different  thing  from  the  mere 
privilege  to  make  these  rates  without  legislative  interference,  but 
a  legislative  command  to  enforce  rates  constitutes  ar  monopoly, 
and  it  is  this  view  of  the  matter  that  has  already  induced  some 
states  to  enact  anti-discriminatory  laws,  which  require  every  com¬ 
pany  to  file  with  the  state  its  schedules  and  observe  them.  This 
requirement,  however,  is  a  mere  legal  fiction,  for  every  one  of 
these  states  recognizes  the  impossibility  of  every  company  prepar¬ 
ing  its  own  schedules  and  that  all  companies  must  of  necessity 
file  the  same  schedule.  The  law  thus  practically  creates  a  monop¬ 
oly  and  reserves  the  right  to  order  changes  that  are  reasonable 
and  consistent,  leaving  the  companies  the  right  of  appeal  to  the 
courts.  As  Col.  Roosevelt  has  said,  “There  are  good  and  bad 
monopolies.”  In  all  these  states  the  industry  is  made  a  mon¬ 
opoly  which  is  to  be  kept  good  through  the  supervision  and  con¬ 
trol  of  the  state  insurance  department.  On  the  face  of  things 
this  does  not  seem  to  be  an  unfair  or  illogical  attitude,  but  trouble 
has  resulted,  which  seems  likely  to  grow  worse  rather  than  better. 
This  trouble  comes  from  taking  the  control  of  the  industry  from 
Experience  and  placing  it  in  the  hands  of  Inexperience.  The 
state  officials  in  control  come  into  office  totally^  ignorant  of  the 
phenomena  of  fire  insurance  and  their  term  of  office  expires  be¬ 
fore  they  have  time  to  learn.  Again,  these  officials  are  politicians, 
amenable  to  political  influences,  and  their  paramount  interest  is 
to  order  a  reduction  in  rates  regardless  of  anything  but  their  own 
popularity.  In  every  state  where  these  laws  have  been  enacted 
the  state  officials  have  at  once  shown  a  disposition  to  order  sweep¬ 
ing  reductions  on  some  flimsy  pretext,  regardless  of  the  experi¬ 
ence  of  the  industry,  and  it  is  evident  that  if  this  condition  existed 
in  every  state  the  companies  would  be  crushed  out  of  existence 
without  in  the  slightest  degree  reducing  discrimination  or  fa¬ 
voritism  to  the  public. 

This  calls  up  the  question  of  motives.  The  state  official  en¬ 
tirely  without  experience  has  a  selfish  motive  to  order  reductions 
whether  justified  or  not.  On  the  other  hand,  the  industry  has  no 
motive  whatever  to  discriminate  in  its  apportionment  of  rates, 
and  so  far  as  the  mere  making  and  applying  of  schedules  is  con¬ 
cerned  could  not  discriminate  if  it  would.  The  slightest  examina¬ 
tion  of  basis  schedules  shows  this.  The  industry  has  no  reason 
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to  favor  one  risk,  property  class,  individual,  town  or  state  over 
another,  and  when  there  is  no  motive  to  discriminate  there  is  cer¬ 
tainly  nothing  to  be  gained  by  taking  control  away  from  Experi¬ 
ence,  that  knows  it  has  nothing  to  gain  from  favoritism,  and  turn 
ing  it  over  to  Inexperience,  with  every  motive  to  deal  with  a 
mathematical  problem  from  a  political  standpoint. 

Some  Missing  Standards. 

The  fact  is  that  the  apportionment  of  rates  is  not  a  single 
problem,  but  a  series  of  problems.  The  tariff  itself  takes  care  of 
only  a  part  of  these  problems,  and  with  the  most  perfect  basis 
tariff  ever  formulated,  applied  with  absolute  accuracy,  the  worst 
phases  of  discrimination  are  still  unprovided  for. 

All  measurement  must  be  established  through  standards,  and 
until  certain  missing  standards  can  be  established  and  universally 
recognized  these  phases  of  discrimination  will  remain  to  perpet¬ 
uate  all  the  troubles  of  the  past,  and  the  interference  of  the  state 
will  not  help  an  iota  in  protecting  the  public  against  favoritism 
or  discrimination. 

Among  these  standards  we  need  a  standard  ratio  of  insurance 
to  value.  Thenecessity  for  this  has  long  been  recognized  through¬ 
out  Europe,  and  when  a  man  does  not  insure  his  property  for 
this  standard  ratio  of  value  he  is  made  a  coinsurer  for  the  deficit. 
Blanket  insurance  has  become  perhaps  the  worst  source  of  dis¬ 
crimination  in  the  United  States,  because  our  legislators  have 
been  unable  to  see  the  mathematical  necessity  for  this  standard, 
and  many  states  have  interdicted  its  use  by  anti-coinsurance  laws. 

Again,  our  rates  are  based  upon  a  standard  term  of  one  year, 
but  we  have  never  been  able  to  establish  a  standard  ratio  for 
risks  written  for  more  than  a  year  and  much  discrimination  has 
resulted. 

We  also  need  standards  of  time  and  territory  for  which  the 
averages  of  the  industry  shall  be  computed.  We  cannot  change 
our  rates  by  our  annual  experience  in  every  separate  state  any 
more  than  we  could  change  them  by  our  annual  experience  in 
single  cities  or  counties.  Some  of  our  states  are  no  larger  terri¬ 
torially  than  a  single  county  in  other  states,  and  some  of  our 
largest  states  do  not  have  as  much  insurable  values  as  single  coun¬ 
ties  in  other  states.  Standards  as  a  rule  have  to  be  established 
arbitrarily,  but  as  to  territory  we  plainly  have  a  standard  that  is 
to  the  advantage  of  the  public  as  well  as  the  industry,  namely, 
the  entire  territory  of  the  United  States.  Even  in  this  vast  terri- 
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tory  the  fluctuations  in  our  annual  experience  would  be  unendur¬ 
able  if  we  should  attempt  to  change  rates  yearly  to  conform  to 
them.  Everybody  is  interested  in  having  a  minimum  of  uncer¬ 
tainty  in  his  expense  account,  and  this  could  only  be  brought 
about  by  adopting  as  our  standard  the  experience  of  the  entire 
United  States  for  not  less  than  five-year  periods.  There  would 
be  no  injustice  to  the  several  states  in  sharing  in  these  aggregate 
averages.  On  the  contrary,  it  would  be  an  inestimable  privilege 
for  every  state  and  every  citizen. 

Finally,  we  need  a  standard  of  distribution,  for  distribution 
is  the  very  corner  stone  of  the  industry.  We  have  no  way,  of 
apportioning  city  conflagrations.  When  the  loss  in  a  single  con¬ 
flagration  in  a  state  exceeds  a  certain  standard  ratio  of  its  annual 
premiums,  the  excess  ought  to  be  distributed  pro  rata  among  all 
states,  for  this  is  what  distribution  means,  and  no  hardship  would 
accrue  to  any  state  or  individual  from  this  apportionment.  This 
necessitv  has  been  overlooked  bv  all  the  states  that  have  enacted 
the  anti-discriminatory  laws.  They  apparently  forget  the  possi¬ 
bility.  even  probability,  of  a  great  city  conflagration  within  their 
own  borders,  and  can  only  see  the  possibility  of  conflagrations 
in  other  states. 

Finallv,  with  all  these  standards  established,  it  would  be  feasi¬ 
ble,  and  doubtless  advisable,  to  establish  a  standard  expense  and 
loss  ratio  for  the  industry  with  which  rates  could  be  intelligently 
adjusted  in  all  states  and  allow  fire  insurance  as  a  whole  that 
minimum  of  average  profit  on  sales  of  indemnity  that  would 
justify  capital  in  remaining  in  the  industry.  From  all  experience 
it  would  seem  that  an  allowance  of  2^  to  3  per  cent  profit  would 
do  this. 

All  these  standards  are  necessary  to  an  actuarial  apportion¬ 
ment  of  the  fire  tax  with  justice  to  everybody.  Mathematics  and 
politics  will  not  mix,  and  these  things  are  mathematical.  The 
least  political  interference  would  entirely  destroy  their  validity. 
They  are  things  to  be  handled  by  actuaries,  and  not  by  politicians 
or  by  popular  clamor.  These  considerations  show  how  utterly 
superficial  and  inefficient  are  our  present  state  laws  in  dealing 
with  fire  insurance. 

Inter-State  Nature  of  Our  Problems. 

These  standards  one  and  all  have  nothing  to  do  with  state 
boundaries,  they  are  inter-state  in  their  very  essence,  and  with 
forty  odd  states  piling  up  laws  mountain  high,  in  utter  ignorance 


25 


not  only  of  the  nature  and  mathematical  necessity  of  these  stand¬ 
ards,  but  of  their  very  existence,  chaos  may  confidently  be  ex¬ 
pected  to  continue  and  no  one  be  benefited  an  iota  outside  of  the 
few  strong  interests  who  always  benefit  from  competition,  at  the 
expense  of  the  community. 

There  is  nothing  in  the  physical  or  moral  problems  of  fire 
insurance  that  cannot  be  cured  by  sane  legislation,  but  this  legis 
lation  to  accomplish  its  end  must  be  uniform  in  all  states.  If  we 
are  to  have  the  ten  commandments  of  fire  insurance  handed  down 
to  us,  let  it  be  the  same  ten  commandments  in  all  states,  and  not 
ten  commandments  in  one  state  and  one  hundred  commandments 
in  another,  nor  a  commandment  in  one  state  saying,  “Thou  shalt 
discriminate,' ”  and  in  another,  “Thou  shalt  not  discriminate.” 
Among  the  standards  I  have  mentioned  common  sense  and  com¬ 
mon  fairness  point  to  the  necessity  for  another  standard,  and  that 
is  a  standard  fire  insurance  code,  good  in  every  state  in  the 
Union.  If  your  great  association  cannot  agree  in  recommending 
and  urging  a  thing  so  sane  and  fair  as  this,  and  if  the  states 
themselves  cannot  agree  in  its  adoption,  there  is  little  room  left 
for  either  to  censure  fire  insurance  because  it  does  not  work  with 
the  precision  of  a  well-oiled  machine  in  rendering  its  vast  and  im¬ 
portant  service  to  the  American  public. 

Gentlemen,  I  have  dragged  from  his  lair  and  displayed  for 
your  enlightenment  the  great  American  Fire  Insurance  Hippo¬ 
campus,  a  creature  described  in  the  mythology  of  modern  pol¬ 
itics  as  “half  horse  and  half  alligator.”  It  may  be  an  ungainly, 
floundering  monster,  but  it  is  neither  omnivorous  nor  carnivorous. 
On  the  contrary,  it  brings  to  you  from  high  authorities  a  certifi¬ 
cate  of  character  as  a  harmless  graminivorous  beast,  who  wants 
only  his  daily  peck  of  oats  to  bear  you  safely  through  the  storms 
and  floods  of  conflagration  which  infest  our  combustious  land. 
Will  you  feed  him  and  use  him  sanely  or  continue  to  treat  him 
with  the  sublime  indifference  of  the  man  who  sang: 

“If  my  horse  dies,  I’ll  tan  his  skin; 

And  if  he  lives,  I’ll  ride  him  ag’in?” 


26 


43344m 6*0 

x£&i&ds 


Issued  by  the  Committee  on  Publicity  and  Education, 
Room  805,  No.  39  South  La  Salle  St.,  Chicago. 


